In times of increasing health care expenditure and insufficient cover provided by publicly financed health systems additional, alternative methods of health care financing become more and more considerable. The purpose of the paper is to present the concept of Medical Savings Accounts (MSAs) and possibilities of their application in the health care systems of European countries. First, the author describes the idea of MSAs and reviews positive and negative findings about the effects of implementing this method into the health systems. Next, two main approaches to the application of MSAs in health care financing are considered. In the last part of the paper, the possibilities of introducing MSAs into health care systems in European countries are discussed. The author takes into consideration the existing health care financing conditions and other specific institutional, socio-economic and cultural factors as the main determinants for successful designing and implementation of the MSA scheme in a given country.
Introduction
In most countries in the world the health care is financed from a combination of public and private sources, including social health insurance contributions, taxes, private health insurance premiums and out-of-pocket payments. Because the demand for health care services is expected to increase at a faster pace than economic growth, health care funding becomes a significant challenge for both policymakers and households. Depending on the health policy conducted in a given country, various solutions can be implemented in order to intensify the cost effectiveness of health care providers or to reduce the demand for medical services by increasing the participation of private sources of financing (e.g. copayments). Medical Savings Account (MSA) represents an innovative and relatively seldom used mechanism of health care financing, in which individual savings for covering health care expenses are accumulated. MSAs are similar to bank accounts, however their purpose is to pay for health expenses of an individual (or a family) (Dixon, 2002) . From a theoretical point of view the MSA concept helps to reduce moral hazard occurring in the health insurance systems, at the same time coping with the future challenges posed by demographic trends (ageing societies). Although the Medical Savings Accounts have been discussed in the international literature (e.g. Ham, 1996; Scheffler and Yu, 1998; Hsiao, 2001; Gratzer, 2002; Shortt, 2002; Schreyögg, 2004; Robinson, 2005) , in practice they are applied only in a few countries in the world, where they complement publicly financed health care systems (Singapore and China) or supplement private health insurance markets (the United States and South Africa). Because of the necessity of health sector reforms, many countries show interest in -55 -
Business and Economic Horizons
© 2011 Prague Development Center implementation of MSAs into their health care financing systems. In Europe the MSA concept has also been considered from a scientific approach (Henke and Borchardt, 2003) , as well as from a practical perspective (Dixon, 2002; Johannssen, 2003; Kiszka and Sowada, 2007) . Consequently, there are positive and negative findings about possible effects of implementing this form of financing into the contemporary health care systems (Saltman, 1998; Hurley at al., 2008; Kiszka and Sowada, 2007; Borda, 2009) . The purpose of the paper is to present the idea of Medical Savings Accounts and to examine the possibilities of MSAs incorporation into health care systems in European countries. The author reviews the most important arguments put in favour and against the use of MSAs in the health care financing and then considers two main approaches to MSAs application in the contemporary health care systems. These two models are represented by Medisave scheme adopted in Singapore and the system of Health Savings Accounts implemented in the United States. The last part of the paper presents a discussion about the possibilities of MSAs introduction in European countries. The author takes into consideration the existing health care financing conditions and other specific institutional, socio-economic and cultural factors as the main determinants for successful designing and implementation of the MSA scheme in a given country.
Concept of medical savings accounts
Medical Savings Account can be defined as a personalized savings account, on which compulsory or voluntary contributions are accumulated strictly to cover health care expenses. In other words, it is an instrument designed to cover health care expenses, that enables to spread the financial risk of illness over time (Dixon, 2002) . The detailed principles of the MSA system including specific criteria for payments, interest earned and withdrawals can vary considerably depending on the MSAs` role in a health care system. As Schreyögg (2004) notes, in contrast to collective forms of financial security against the risk of illness, such as social health insurance, the system of MSAs provides for the risk to be covered by each individual. In the case of MSAs redistribution of income does not exist, however taking into account the formation of capital reserves for emergencies characteristic for the insurance method, MSAs can be referred to as self-insurance. It is important to emphasize, that the value of savings collected by the use of Medical Savings Accounts is influenced by various macroeconomic factors (e.g. employment rate, inflation rate and wage growth) as well as -due to the investment component -the financial markets performance. The MSAs` sensitivity to financial markets and overall economic situation is associated with the risk of decline of the value of invested capital, which may, especially in the case of economic crisis, significantly reduce the possibilities of financing health care services with accumulated savings. MSAs can be used to supplement the existing health care funding systems. They have generally been introduced for one of the following reasons (Hanvoravongchai, 2002; Thomson and Mossialos, 2008) :
-To address the problem of moral hazard occurring in the health care sector; -To encourage savings for the expected high costs of medical care in the future; -To increase cost effectiveness of provided health care services; -To mobilize additional funds for health care systems. The concept of Medical Savings Accounts was originally developed in the United States in the 1970s in response to problems associated with the private health insurance market, such as moral hazard, adverse selection and rising administrative costs. Moral hazard is a phenomenon appearing in the private health insurance as well as publicly financed health insurance systems. Economic theory suggests that when individuals are covered by health insurance, they may take less care of their health because they know they will have access to health care if they need it. They may also use more health care than they really need because this care is essentially free at the point of use. At the same time, because the health costs are borne by an insurer, the providers may supply more health care than is strictly necessary. Consequently, moral hazard can lower efficiency in the allocation of scarce recourses and increase health care costs (Thomson and Mossialos, 2008) . Obviously, the simplest way to reduce moral hazard is the introduction of patient participation in the costs of provided medical services. MSA is built on the logic of cost sharing (Pauly and Goodman, 1995) . MSAs` holders are not as likely to use health services and spend their own savings on them, as in the case of health insurance. Instead of "using or losing" the money they pay in health insurance premiums, the choice they now have is to "spend it or save it" (Robinson, 2005) . The MSA concept, contrary to private health insurance and publicly financed health systems, is based on individual, not collective, responsibility in the area of health care spending. The principle of solidarity is replaced here by the principle of individual accountability. MSAs do not involve risk pooling. Consequently, they do not involve any form of cross subsidy from rich to poor, healthy to unhealthy, young to old or working to non-working. Since the reimbursement of health care costs is limited to the value of savings accumulated on the account, MSAs do not protect against the risk of unexpectedly high medical expenses. The high-risk protection should be provided separately by tax or contribution-based public system or by private health insurance. In practice, MSAs are usually offered in combination with private high-deductible catastrophic health insurance plans. Another potential advantage of MSAs is that they enable accumulating individual savings for the expected high costs of health care in the future. In a person's life cycle of saving capacity and health spending pattern can be noted that the average income and saving capacity are usually higher during economically active years than during retirement period. In contrast, the average level of health care expenditure is usually low at younger ages and increases during later years of life. Along this line of reasoning, the MSA system creates additional savings for covering future health care costs without the intergenerational burden that exists in pay-as-you-go systems, what seems to be more and more considerable due to demographic trends (ageing societies). In the shorter term, such individual savings also allow a person to accumulate resources during good times that can be drawn upon during subsequent bad times (Hanvoravongchai, 2002) . It should be noticed that the application of MSAs may increase consumer choice and reduce health care expenditures. MSAs may result in raising society's awareness about the current costs of purchased medical services, because in this case a patient decides to cover the cost of specified health care services from his / her own savings. Therefore, MSAs may stimulate the competition between medical providers, affecting the growth of discipline in the area of costs, as well as improving the quality of provided health care services. The opponents put the stress on the imperfections of MSAs as a method of health care financing. First, it is argued that the main problem of moral hazard comes from health care providers rather than patients, and therefore, MSAs may not contain costs. The conducted studies have shown that provider behaviour has a larger impact on rising health expenses than consumers. The problem of supplier-induced demand results from the information asymmetry between providers and patients. Second, the MSA model is considered to be less equitable than comprehensive benefit systems (insurance or taxbased). Because there is no risk pooling, in the case of MSAs, the unemployed or chronically ill are very unlikely to accumulate enough savings. The main arguments put in favour and against the application of MSAs in the health care systems are presented in Table 1 . It should be added that the advantages and disadvantages of MSAs may refer to various health care financing systems. Consequently,
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Introducing MSAs into the health financing system can free public funding to focus more on the poor or the underprivileged.
If cream skimming occurs, those who do not have MSAs are likely to face higher premiums because the remaining risk pool is smaller and has higher health risks.
Consumers` freedom to choose where they want to spend their money can make providers more responsive to their demands and promote price competition.
MSAs with a high deductible system can deter necessary health care especially for those with limited or no savings.
MSAs provide intertemporal risk pooling which limits the impact of economic cycles on health spending.
Patients may be weak bargainers relative to providers who may see MSAs as "freely" available funds. With the money in his/her account, MSAs can encourage immediate consumer spending on unnecessary services.
Source: Hanvoravongchai (2002) .
Role of medical savings accounts in health care financing: two different approaches
Taking into consideration the reasons for application of MSAs in health care financing, there are various ways in which the MSA concept can be implemented in practice. However, on the basis of previous experience of countries which decided to introduce MSAs (Singapore, the United States, China, South Africa), it is evident that the idea of MSAs has been developing in two different directions. These two main approaches are represented by Medisave scheme adopted in Singapore and the system of Health Savings Accounts implemented in the United States.
Medisave scheme in Singapore
MSAs were first introduced in Singapore in 1984 as a part of a comprehensive government reform strategy in order to reduce public health expenditure. The high levels of cost sharing for households, particularly for hospital services, and limiting public financing to protect the lowest income people were established. As a result, by increasing the share of private financing a reduction in demand for unreasonable health services and an increase of competition among health care providers were expected. When the case of Singapore is considered, it is important to pay attention to the specific socio-economic conditions of this small country, including a rapid economic growth over the past few decades and extraordinarily high savings rate (over 40% of income goes into savings) (Maynard and Dixon, 2002) The introduced reform of the health care system in Singapore has significantly changed the structure of health care financing sources. The share of public spending in total health expenditure fell from 75% in 1980 to about 36% in 2003. Despite the introduction of mandatory MSAs and voluntary private health insurance schemes, over 60% of total health care expenditure is still borne out of current incomes of households. Evidence indicates that hospitals have become more productive and efficient and that patients are satisfied with the quality of care. The record of MSAs on cost containment is still unclear (Folland et al., 2007) .
Health savings accounts in the United States
The different approach to implementation the MSA concept in practice is represented by the system of Health Savings Accounts in the United States. Health care in the U.S. is funded from a mix of private and public sources, with a predominance of the former, especially in the form of private health insurance. Source: Author's own study based on Hanvoravongchai (2002) and Schreyögg (2004) .
The main reasons for the introduction of HSAs in the United States were expected reduction of health care expenditure and improving the efficiency of health care services by exposing patients to greater cost sharing. In addition, it was predicted that the health plans related to HSAs would influence the cost of insurance coverage (catastrophic insurance with a high deductible is cheaper than traditional one) and would increase the demand for health insurance. On the other hand, the functioning of HSAs simultaneously with traditional health insurance products may lead to the situation in which young people in good health are more likely to terminate the traditional policies and to purchase cheaper -60 -© 2011 Prague Development Center insurance with an accompanying HSA. Consequently, it may cause an increase in premiums for traditional health insurance and a growing percentage of uninsured. Due to the relatively short period of functioning of Health Savings Accounts in the United States, there are no comprehensive studies confirming unequivocally the impact of HSAs on the health care system, particularly on the level of costs. Some studies find that the holders of health plans associated with HSAs are often less satisfied with the range of coverage, in comparison with the insured under traditional health insurance, and more likely to avoid or delay the decision to make use of health care (Glied, 2008) . Table 2 presents the comparison between two considered MSA/HSA systems according to the selected criteria. Summarizing, Singapore has chosen a compulsory, publicly financed MSA system with income-dependent contributions and voluntary high-risk health insurance. On the other hand, HSA system introduced in the U.S. voluntarily supplements the existing private health insurance market through a combination with high-deductible health insurance calculated on a risk basis.
Possibilities of application of medical savings accounts in European countries
Based on the limited international experience of MSAs/ HSAs, it is difficult to conclude whether the introduction of this form of financing could be beneficial for the health care systems in European countries. The limited empirical evidence does not allow to confirm unequivocally, that the MSAs reduce moral hazard, improve the efficiency of health insurance and result in lower costs in health care. In the case of European countries, it should be stressed that the health financing policy generally demonstrates a commitment to collective responsibility and any new solutions in this area must be consistent with this principle. The MSA systems that increase the inequities in access to health care services and do not protect the poor and the chronically ill are not likely to be implemented. Recently, in the face of problems occurring in the publicly financed health care systems, some European countries have been considering the introduction of MSAs as an additional method of health care funding. For example, in the Czech Republic a group of reformers has proposed the integration of the social health insurance system with Personal Health Accounts, through which patients would be enabled to become respected partners to health insurers and healthcare providers (Chawla, 2007) . This proposal is designed to allow more independence and responsibility for health care costs on the part of the citizens. Personal Health Accounts could be used to buy supplementary insurance or to pay for medical care directly (Tchaidze and Westin, 2010) . Presently, the only existing example of MSAs in Europe context is in Hungary, where savings accounts that benefit from tax subsidies are used to cover statutory cost sharing or out-of-pocket payments for health care services obtained in the private sector (Thomson et al., 2009 ). When new possibilities for health care financing are discussed, first of all, the specific conditions and the existing health care financing systems should be analyzed. In European region significant differences in levels of health expenditure incurred by particular countries can be noticed (Table 3) . It reflects the differences in levels of economic development and the area of conducted health policy. The substantial differentiation is especially evident, when we compare the total health care expenditure per capita, expressed in USD purchasing power parity (PPP), incurred by central and eastern European countries with the respective values noted in the case of the "old" European Union members. The systematic increase of total expenditure on health care has been noticeable generally for all European countries. This tendency has become a significant worldwide problem and it is expected to continue. Among the factors that contribute to this situation the most important seem to be the following: increasing costs of health care services, demographic processes (ageing populations), advances in medical technology and infrastructure and increasing demand for high quality medical services (Steinmann and Yeung, 2007; Borda, 2008 ). As Table 3 shows, in 2008 total health expenditure measured as a percentage of GDP ranged from approximately 5-6% for Estonia, Lithuania, Romania and Turkey to over 10% in France, Austria, Belgium, Germany, Republic of Moldova and Switzerland. In most cases the considered ratio has been increasing gradually, which indicates that for most analyzed countries the total expenditure on health increases faster than the growth rate of GDP. The average value of the ratio calculated for all European Union members increased from 7.94% in 1998 to 9.01% in 2008 9.01% in (WHO, 2011 . Taking into consideration the mechanisms used to finance health care, public funds (compulsory social health insurance contributions and/ or tax revenue) traditionally play the dominant role in most European countries. Approximately 69-84% of total health expenses are public funded (Figure 1 ). The predominant role of public sector expenditure is especially evident in the case of Norway (84.2% of total health expenditure in 2008), the UK (82.6%), the Czech Republic (82.5%) and Sweden (81.9%). Only a few of the analyzed countries (Cyprus, Switzerland and Greece) are characterized by a relatively small share of public funds in the health care financing (below 61%). It is accompanied by a relatively higher, than in the case of other states, level of private health expenditure, mainly in the form of direct households` spending on health care services (out-of-pocket payments).
FIGURE 1. TOTAL HEALTH EXPENDITURE ACCORDING TO THE MAIN SOURCES OF FINANCING IN THE SELECTED EUROPEAN COUNTRIES IN 2008
Source: Author's own calculations based on data from (WHO, 2011) Generally, in European countries an increase of using private funds to cover health care expenses can be observed. This phenomenon results directly from conducted health policy, in particular the tendency to shift partially the burden of health care financing towards the patients (in the form of partial or total payments for some medicines and health care services not reimbursed by the public system), as well as it is related to problems in getting the quick access to the medical services financed from public sources. Out-of-pocket payments have the dominant share in the structure of private expenditure on health care incurred by European countries. Out-of-pocket payments include all costs paid directly by the consumer, such as direct payments, formal cost sharing and informal payments. Pre-paid plans (including spending on private health insurance and medical subscriptions) usually represent less than 10% of total health expenditure. Exceptions are countries with relatively well-developed voluntary health insurance markets (France (14.99%), Ireland (11.27%), Switzerland (10.23%) and Germany (10.07%)). The possibilities of introducing MSAs in the case of European countries were criticized in the international literature (Ham, 1996; Saltman, 1998) , however nowadays more empirical evidence is needed to evaluate their impact on the health care financing systems. The institutional, socio-economic and cultural conditions, specific for a given country, determine the possible people's interest in MSAs and potentials for their development. Besides the above mentioned compatibility of the MSA system with the goals of conducted health policy, the following conditions seem to be crucial for its implementation:
- -Availability and transparency of information about the cost of provided health care services; -People`s awareness in the area of taking the responsibility for their own health. The introduction of MSAs as an additional, voluntary form of health care financing in European countries would result in an increase of the share of private funds and "shifting" a part of the existing out-of-pocket expenses towards pre-paid plans. Therefore, voluntary and privately financed MSAs can be used to cover the mandatory co-payments in the public system as well as to finance additional services enhancing the standard of health care (e.g. better accommodation in hospitals). In the case of publicly financed MSA system, this solution can be applied as a method of long-term care financing for older people. Summarizing, more attempts should be made to better recognize the possibilities of MSA system implementation in a given country, taking into account its specific institutional, socio-economic and cultural conditions. In European countries a wide range of options for designing MSAs is possible, because each country has its own set of objectives and pre-existing financing systems (Hanvoravongchai, 2002) . The most important aspects that should be considered at the stage of designing the MSA system include the following:
-Coverage -voluntary or mandatory and restricted to employees and their dependents or universally applicable;
-Entities managing MSAs and regulations to ensure their long-term financial security and transparency of management (investment criteria);
-Amount and character of contributions -mandatory or voluntary, with maximum or/ and minimum limits, the manner of funding (with or without employer's participation);
-Conditions on withdrawals -just to cover the costs of certain health care services (including family members), or it is also possible to withdraw money for "nonmedical" purposes;
-Accompanying catastrophic health insurance -voluntary or mandatory, the range of coverage, the level of deductibles, policy exclusions, etc.
Conclusion
The economic theory suggests that Medical Savings Accounts may allow to overcome the problems characteristic for private health insurance, however limited use of the MSAs in practice makes it difficult to draw conclusions regarding their impact on the health insurance market, or in a broader perspective on the health care systems. Certainly, due to the lack of risk pooling, MSAs should be considered as a component of the comprehensive health care financing system in a given country linked to an appropriate insurance providing cover for catastrophic health expenses. In practice, this insurance may be an obligatory condition for the establishment of MSA (the United States) or a voluntary supplement to an existing account (Singapore). In Europe, because of systematically rising health expenditure and difficulties in functioning of the obligatory health systems additional methods of funding health care, such as MSAs, seem to be more and more needed. MSA concept can be implemented in various ways in practice, and for European countries, with significantly differentiated health care systems and their development conditions, it is impossible to design one universal model of MSAs. When the chances for introduction of MSAs in Europe are discussed, relatively more attention is paid to the adverse consequences of this solution, in particular the increased inequality in access to health care services than to the possibility of raising additional funds for the health sector and reducing moral hazard. However, successive attempts should be made in order to better recognize the possibilities of MSAs implementation in particular countries and to predict the positive and negative effects of -64 -© 2011 Prague Development Center this solution in the context of the specific circumstances of the existing health care systems.
